The AHA has long advocated an increase in the federal cigarette excise tax based on the following rationale: the tax is a demonstrably effective method of discouraging cigarette use; the tax raises government revenue and reduces the government's budget deficit problem; and the tax can serve as an effective deterrent to the initiation of smoking by children and teenagers. Americans who have not started smoking as teenagers are unlikely to ever smoke. According to a survey by the National Institute on Drug Abuse, 90% of smokers begin smoking before the age of 20 and 50% before the age of 15. Thus, a tax increase, if sustained in real terms, can lead to eventual substantial reductions in the smoking population.
An increase in the excise tax on tobacco products has been one of the most effective mechanisms of discouraging teenagers from beginning to smoke. However, the federal government has been hesitant to enact increases. Federal cigarette excise taxes were first imposed during the Civil War and were raised periodically until 1951, when the federal tax reached 8 cents per pack. Since that time, Congress has enacted increases in the federal cigarette excise tax only twice, in 1982 and 1990 . (Effective January 1, 1991 An argument frequently used by the tobacco industry is that tobacco excise taxes are regressive and present an unfair burden on the poor and the minority community. Despite these allegations by the tobacco industry, according to a recent American Cancer Society poll, a majority of low-income voters (income of less than $20,000) favor a $2 increase in tax. African-Americans are nearly as likely as white voters to support a $2 cigarette excise tax increase. Hispanic voters are especially likely to support raising the tax. If low-income smokers respond to tax increases with reduced levels of consumption, they will benefit because they are least able to bear the cost burden of tobacco-related illness and most likely to be without the benefit of health insurance. Of course, additional disposable income will be available for more productive purposes.
During the past 10 years, the tobacco industry has raised the wholesale price of tobacco between 10% and 15% each year, totaling more than 200%. At the same time, the industry spared itself much of the effects of the price elasticity by instituting the annual hikes in from two to four increments over the course of 1 year.
Increasingly larger percentages of the profit made by selling cigarettes go directly to the industry. Recent figures place the tobacco farmers' share of the profit made from a stalk of tobacco at 2.6%, with the industry garnering 63.3%. The AHA supports using a small percentage of the tax to help tobacco farmers diversify into the growth of alternative crops. Funds would be used for irrigation, planting, and harvesting equipment; collection; packing; processing; and distribution. Retirement credits would be available for tobacco farmers who give up their tobacco-growing allotments and reinvest in alternative agriculture and/or livestock.
In November 1992, the National Cancer Institute assembled a 26-member panel of experts to reach a consensus on the price elasticity of demand for tobacco products. After a thorough review of the available data from the United States, Canada, and overseas, the experts reached a consensus that the current price elasticity of demand in the United States is in the range of -0.3 and -0.5. This means that when price is increased by 10%, the demand for cigarettes will fall between 3% and 5%. The report, released in August 1993, concludes that a major increase in the federal tax on cigarettes may be the most effective way to quickly and substantially reduce smoking among children and adolescents. Children were found to be at least as sensitive to price changes as adults, providing an equal or greater health benefit to young people. Even greater health benefits will be achieved when the tax is used for a comprehensive tobacco control program, including the use of mass media, education of children, and smoking cessation programs.
In conclusion, substantially increasing taxation on tobacco products is good public policy and an effective method of reducing consumption of tobacco products. It is an effective public policy tool for substantially reducing death and disability from cardiovascular diseases and stroke, one with both short-and long-term benefits.
